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In order to improve the system of IPO pricing, IPO issue mechanism had 
experienced several rounds of reform. But in fact, IPO inquiry mechanism performed 
poorer than it performed in western country. In China, high P/E, high issue price and 
high collection are still problems which does not have been solved. The most serious 
reason was that the price, which offered by institutions, called ‘human quotation’, was 
not rational.  
Based on the theoretical analysis and empirical research, this paper investigated 
whether the weak ties, measured by whether the fund company and sponsor institution 
located in the same city, can influence the level of quotation. Also ,we investigated 
the distance of location, which we guess determined the degree of influence we 
discussed above. Further, we investigated whether the fund preferred the company 
located in the same country. we also discussed the Word-of-mouth Effectct, which 
existed between the fund companies located in the same city. In the end, we 
investigated whether the weak ties with sponsor institution and issuer could influence 
the number of shares allocated to the fund. 
Research results showed that when the fund located in the same city with the 
sponsor institution or issuer, it’s quotation was higher and got more shares. In 
addition, we find that the weak ties between fund company and other fund company 
can influenced the quotation. Specifically, the higher average quotation, calculated by 
the quotation of other fund companies in the same city, the higher the price offered by 
the fund company.  
This paper creatively put the weak ties perspective into the study of primary 
market economic phenomenon, which can help reveal the black box of social 
relationship existed in capital market. Also ,the research of this paper can provide 
reference to the IPO ‘Three Highs’ problem. 
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